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Your  Hospital  Stay 
Under  Medicare's 
Prospective  Payment  System 

In  1983  Medicare  began  using  a  new 
method  of  paying  most  hospitals  called 
the  prospective  payment  system  or 
"PPS."  Before  prospective  payment, 
Medicare  used  a  system  that  paid 
hospitals  whatever  it  cost  to  treat 
Medicare  patients. 


OW  DOES  THIS  NEW 
"LJ       SYSTEM  WORK  ?  Under  the 

prospective  payment  system, 
Medicare  makes  payment  to  hospitals 
based  on  the  average  costs  for  treating  a 
particular  illness  or  injury.  Each  time  a 
hospital  treats  a  Medicare  patient  with 
the  same  type  of  diagnosis,  that  hos- 
pital receives  the  same  predetermined 
payment. 

Medicare  knows  that  each  patient's  case 
is  different;  even  patients  with  the  same 
diagnosis.  Therefore,  it  knows  that  this 
average  payment  probably  will  not  be 
the  exact  amount  of  money  needed  to 
pay  for  a  particular  patient's  cate.  For 
some  Medicare  cases,  the  average  pay- 
ment will  be  more  money  than  the 
hospital  needs;  in  other  cases,  it  will  be 
less.  However,  overall  payment  to  each 
hospital  will  be  the  amount  needed  to 
treat  all  Medicare  patients. 


WHY  IS  THIS  ANY  BETTER 
THAN  THE  OLD  SYSTEM? 
Under  rhe  old  system,  hos- 
pitals had  no  reason  to  hold  down  their 
costs.  Under  the  prospective  payment 
system,  hospitals  are  rewarded  for  pro- 
viding necessary  care  as  efficienrly  and 
effectively  as  possible.  Also,  Medicare 
realizes  that  advances  in  medical  tech- 
nology and  skills  have  made  it 
to  safely  provide  more  and  mor 
in  outpatient  settings,  and  prospective 
payment  encourages  this  trend. 

HOW    DOES  MEDICARE 
DECIDE  HOW  MUCH  IT 
WILL  PAY  FOR  MY  HOS- 
PITAL STAY?  Medicare  doesn't  know 
the  exact  cost  for  each  hospital  stay. 
Remember,  under  prospective  payment, 
Medicare  pays  the  average  cost  for  each 
type  of  illness  or  injury.  These  various 
illness  categories  are  called  "Diagnosis 
Relared  Groups"  or  "DRGs."  Medicare 
uses  over  470  different  DRGs.  The  cor- 
rect DRG  for  each  patient  is  decided  by 
considering  the  patient's  major  or  prin- 
cipal diagnosis;  any  complications  or 
other  problems  that  arise;  any  surgery 
performed  during  the  hospital  stay;  the 
patient's  age  and  sex;  and  other  factors. 
However,  when  a  Medicare  patient's 
condition  tequites  an  unusually  long 
hospital  stay  or  exceptionally  costly  care, 
Medicare  makes  additional  payment  to 
the  hospital. 


WHAT  IF  THE  HOSPITAL 
WANTS  MORE  THAN 
MEDICARE  WILL  PAY? 
Medicare  law  requires  hospitals  to  ac- 
cept Medicare  payment  as  payment  in 
full,  and  prohibits  hospitals  from  charg- 
ing Medicare  patients  for  anything  other 
than  the  usual  deductible  and  coin- 
surance amounts.  Of  course,  hospitals 
can  also  charge  Medicare  patients  fot 
any  "non-covered"  items  or  services 
such  as  a  television,  private  duty  nurses, 
or  a  hospital  stay  for  a  non-covered  serv- 
ice such  as  cosmetic  surgery. 

HAT  HAPPENS  WHEN  MY 
\V7     "DRG  DAYS"  ARE  USED 

VV      UP?  DRGs  cannot  be  used  to 
decide  how  long  you  stay  in  the 
hospital  and  no  one  should  tell  you  that 
you  have  to  leave  the  hospital  because 
your  "DRG  days  are  used  up."  Your 
length  of  stay  in  the  hospital  should  be 
determined  by  your  need  for  hospital 


WHAT  IS  TO  PREVENT  MY 
BEING  SENT  HOME  TOO 
SOON?  You  and  your  doctor 
know  more  about  your  health  care 
needs  than  anyone  else,  and  your  doctor 
will  decide  when  you  are  ready  to  leave 
the  hospital.  In  most  cases,  your 
doctor's  decision  will  be  final.  However, 
if  the  hospital  or  Medicare  disagrees 
wirh  your  doctor's  decision  to  keep  you 


in  the  hospital,  they  must  give  you  a 
written  explanation .  This  notice  must 
tell  you  how  and  where  you  can  appeal 
such  a  decision,  or  ask  that  it  be  recon- 
sidered. If  you  do  not  receive  this  writ- 
ten notice  you  cannot  be  billed  or 
charged  by  rhe  hospital. 

HAS  THIS  NEW  PAYMENT 
SYSTEM  AFFECTED  THE 
QUALITY  OF  CARE  GIVEN 
TO  MEDICARE  PATIENTS?  No.  All 

evidence  indicates  that  Medicare  pa- 
tients receive  the  same  quality  of  care  as 
under  the  former  sysrem.  Medicare  is 
watching  the  system  closely  and  has 
taken  a  number  of  steps  to  safeguard 
and  enhance  the  quality  of  care  received 
by  Medicare  patients: 

—  It  has  required  all  hospitals  to  meet 
national  standards  for  safe  and  effec- 
tive care,  and  to  provide  discharge 
planning  to  help  patients  obtain 
proper  followup  care. 

—  It  is  conducting  several  studies  of 
the  prospecrive  payment  system  and 
the  quality  of  care  received  by 
Medicare  patients. 

—  It  has  set  up  a  special  commission  to 
oversee  the  effectiveness  of  the  pro- 
spective payment  system. 

—  It  has  contracted  with  groups  of 
pracricing  doctors  in  each  State  to  act  as 
PEER  REVIEW  ORGANIZATIONS. 
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WHAT  ARE  PEER  REVIEW 
ORGANIZATIONS?  Peer 
Review  Organizations  (PROs) 
are  groups  of  doctors  in  each  State  who 
are  paid  by  Medicare  to  review  hospital 
care  for  Medicare  patients.  The  Peer 
Review  Organizations  help  Medicare 
decide  when  hospital  care  is  necessary 
and  whether  such  care  meets  the  stand- 
ards of  quality  accepted  by  the  medical 
profession.  They  have  the  authority  to 
require  second  opinions  for  selected 
non-emergency  surgical  procedures 
(Medicare  will  pay  the  full  cost  of  the 
second  opinion  consultation). 

In  addition,  PROs  respond  to  patients' 
tequests  for  review  of  decisions  about 
hospital  stays  and  they  investigate  in- 
dividual patient  complaints. 


WHERE  IS  THE  PEER 
REVIEW  ORGANIZATION 
IN  MY  STATE?  Any  hospital 
can  give  you  the  name,  address,  and 
telephone  number  of  the  Peer  Review 
Organization  in  your  State.  Also,  your 
Social  Security  office  can  give  you  this 
information. 


WHERE  CAN  I  GET  MORE 
INFORMATION?  More  in- 
formation about  the  prospec- 
tive payment  system  can  be  obtained 
from  your  Social  Security  office  or  from 
the  Peer  Review  Organization  in  your 
State. 
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